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When considering a transfer agent for 
your company’s stock (and what company 
should not?) consider The Corporation 
Trust Company. 


In experience — one of the oldest transfer organizations in 
the country — established 1898, when transferring securities 


for corporations was just beginning to become a business. 


In character — numbering among its clients some of the 
best known corporations listed on the great exchanges — 


such as Radio, Curtis Publishing, Crucible, Otis Elevator, etc. 


In convenience — its transfer department located in the very 
heart of the financial district of New York in spacious, 


efficient quarters. 


In addition, this company’s experience in 
corporate matters often enables it to put 
an added touch to its services as transfer 
agent of great value to the company’s 
officers, stockholders and attorneys. 





THE CORPORATION JOURNAL 


Vou. XIII, No. 8 MAY, 1938 Paces 169-192 


The Corporation Journal is published by The Corporation Trust 
Company monthly, except in July, August, and September. Its 
purpose is to provide, in systematic and convenient form, brief 
digests of significant current decisions of the courts, and the more 
important regulations, rulings or opinions of official bodies, which 
have a bearing on the organization, maintenance, conduct, regulation, 
or taxation of business corporations. It will be mailed regularly, 
postpaid and without charge, to lawyers, accountants, corporation 
officials, and others interested in corporation matters, upon written 
request to any of the company’s offices (see next page). 

When it is desired to preserve The Journal in a permanent file, 


a special and very convenient form of binder will be furnished at 
cost ($1.50). 
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Interstate Commerce 


Service of Process 
(Continued from April Corporation Journal) 


Solicitation of insurance by 
means of radio programs has been 
ruled “doing business” where the 
radio station received one-third of 
the premiums paid during the first 
year. Service made upon an ad- 
justing bureau used by the un- 
licensed foreign insurance company 
soliciting the insurance was held 
valid service. On the other hand, 
service on an unlicensed foreign 
broadcasting company with its 
studio in another state, but broad- 
casting through a station within 
the state where service was made, 
which was operated by another 
company, was set aside. 

Service of process has been up- 
held where there has been a re- 
taking or repossession of property 
sold in interstate commerce after 
a refusal by the customer within 
the state to accept it, which was 
followed by the further sale of the 
property to customers within the 
state and the making of collections 
by the selling agent. 

The maintenance of a permanent 
sales force in a state, even though 
orders taken there are subject to 
confirmation in another state, has 
been held to be doing business so 
as to validate service of process. 

General assistance rendered deal- 
ers in the foreign state in develop- 


ing sales methods is not usually 
regarded as doing business suffi- 
ciently to uphold service of proc- 
ess. Where, however, in addition 
to rendering such general assist- 
ance to dealers in developing sales, 
the agent is empowered to adjust 
disagreements over the quality of 
the material sold, service of proc- 
ess has been held valid. 

The mere fact that a foreign 
corporation owns stock of a sub- 
sidiary incorporated in another 
state does not, of itself, bring the 
foreign corporation into that state. 
Where, however, the foreign com- 
pany so completely dominates the 
local subsidiary, that it is difficult 
to distinguish between the opera- 
tions of each, service of process 
upon the foreign corporation has 
been upheld. 

With reference to purchases 
made within a state by a foreign 
corporation, where shipment of 
the material purchased was to be 
made in interstate commerce to 
other states, this has usually been 
held not to warrant the inference 
that the corporation was present 
within the jurisdiction of the state. 
There are, however, decisions in 
several states in which an opposite 
conclusion has been reached. 
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Alabama. 





Colorado. 
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Directors of dissolved corporation become trustees to settle its 
affairs, and are accountable to its creditors and stockholders as such 
trustees. Three persons, being the sole stockholders and also the 
members of the board of directors of a corporation indebted to the 
complainant, dissolved that corporation and transferred its assets to 
another company which they organized and of which they became the 
sole stockholders and directors. The Supreme Court of Alabama, 
after noting that complainant was unable to recover on a judgment 
against the first corporation by reason of its dissolution, indicated 
that “the directors of that company, by force of section 7069 of the 
Code, became trustees to settle the corporate affairs, collect debts, 
sell and convey the property, and divide the money and property 
among the stockholders, after paying the debts of the corporation. 
To this duty the statute, section 7069 of the Code, binds the directors, 
and they cannot escape this statute-imposed duty without incurring 
personal liability.” “To the extent of the property which may have 
come into their hands, they are jointly and severally liable to the 
creditors and stockholders of the dissolved corporation. They must 
conserve and preserve the properties and assets of the corporation 
for the benefit of the statute-imposed trust. In the performance of 
their duties as such trustees they must exercise that reasonable care 
and prudence that is exacted of trustees ordinarily.” Cohen et al. v. 
Pavlik, 178 So. 435. Crampton Harris of Birmingham, for appellants. 
Basil A. Wood of Birmingham, for appellee. 


A corporation which transfers stock in the absence of the original 
certificate, does so at its peril. A stockholder to whom certificates 
had been issued in 1916, sued his corporation to recover the value 
of his shares and for the accumulation of dividends over a period 
of almost twenty years, the corporation having during that time 
failed to pay to him the dividends which had been declared and also 
having refused at the end of that period to recognize him as its 
stockholder when his certificates were presented for transfer. The 
reason for this was that in 1916, when the certificates were issued 
the address of another person with the same name as that of the 
stockholder had been placed in error upon the corporation’s records 
by its transfer agent and the dividends had been paid to the other 
— who later had presented to the corporation an affidavit that 

e was the owner of the stock and had lost his certificates, where- 
upon new certificates had been issued to that other person by the 
corporation. The Supreme Court of Colorado upheld a judgment 
for the true stockholder for the value of the stock, the dividends 
declared and for interest, on the ground that the stock and dividends 
had been converted by the corporation. The court said that a 
corporation proceeding to transfer stock in the absence of the orig- 
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inal certificate does so at its peril and the real owner of the stock, 
evidenced by such certificate, loses <n thereby. Holly Sugar 
Corporation v. Wilson, 75 P. (2d) 149. Blount & Silverstein of 

’ Denver and Victor W. Hungerford of Colorado Springs, for plain- 
tiff in error. E. H. Stinemeyer of Canon City and Charles M. Rose 
of Pueblo, for defendant in error. 


Kentucky. 


A corporation may operate under an assumed name and is not 
obliged to register under requirements governing the use of assumed 
names, Appellee, a corporation with the name of Universal Plumb- 
ing and Construction Company, was transacting a portion of its 
business under the name of Installment Repair Company and sought 
to register the latter name with a county clerk as an assumed name 
under which the corporation was transacting business. The county 
clerk refused to register it on the ground that a corporation had no 
right to transact business under an assumed name. In this stand 
he was upheld by the Attorney General, who informed the company 
that if it continued to transact business under the assumed name, 
it would be his duty to institute quo warranto proceedings to revoke 
its charter. The corporation thereupon brought this action against 
the Attorney General for a declaration of the rights of the parties. 
The Jefferson Circuit Court Chancery Branch, First Division, had 
held that any corporation, domestic or foreign, may do business in 
any county in the State of Kentucky under an assumed name after 
having first filed with the clerk of the county court of such county 
wherein it desires to do business under an assumed name the certifi- 
cate required by section 199b-1, Kentucky Statutes. The Attorney 
General appealed to the Kentucky Court of Appeals. That court 
remarked that it knew of no law of the state prohibiting a corpo- 
ration from transacting business under an assumed or trade name 
and observed that Chapter 12b of the Kentucky Statutes, which 
makes it a misdemeanor for any person or persons to transact busi- 
ness in the state under an assumed name without first complying 
with certain requirements, has no application to corporations. “We 
see no objection,” said the court, “to a corporation filing a certificate 
of ownership prescribed by section 199b-1 of the Statutes if it desires 
to do so, but it cannot be compelled to file it. The circuit judge 
seemed to be of the opinion that it was the duty of appellee to 
comply with that statute, and incorporated that idea in the judgment 
declaring the rights of the parties. In that respect the judgment 
should be modified to conform to this opinion, and as so modified 
it is affirmed.” Hubert Meredith, Attorney General, v. Universal Plumb- 
ing and Construction Company, Kentucky Court of Appeals, Febru- 
ary 22, 1938. Commerce Clearing House Court Decisions Reportin 
Service Requisition No. 192150; 114 S. W. 2d 94. Lawrence S. 
Grauman, County Attorney, Robert L. Sloss, Asst. County Attorney, 
of Louisville and A. E. Funk, Asst. Attorney General of Frankfort, 
for appellant. Stuart E. Lampe of Louisville, for appellee. 





Texas. 
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Directors of a dissolved corporation, becoming its trustees 
statute dissolution, may petition court to be relieved of 
duties to have a receiver supersede them. Defendant corporation 
was dissolved in 1936 by voluntary action of its stockholders, and, 
by statute, its president and directors became a board of trustees 
with authority to settle the affairs of the corporation. Subsequently 
one of these trustees tendered his resignation and later three of 
the remaining trustees instituted this action in order to be relieved 
of their responsibilities as such, making the balance of the trustees 
and the corporation the defendants, and petitioning the court to 
appoint a receiver to supersede the trustees, which was done. Certain 
stockholders intervened and, upon their motion, the receiver was 
set aside. The Court of Civil Appeals of Texas, Austin, reversed 
this judgment, and held the appointment of a receiver proper, as 
the board of trustees, by reason of resignations, had been reduced 
in membership to less than a quorum. It was also indicated that 
as the applicable statute, article 1388, R. S., made no provision for 
the resignation of trustees, or for the filling of vacancies caused 
by death or otherwise, by analogy, the rules of equity should con- 
trol, and therefore the trustees had the right to cael te the court, 
asking to be discharged and submitting the administration of the 
trust estate to its jurisdiction. Hogsett et al. v. Dallas Mortgage 
Securities Co. et al., 110 S. W. (2d) 135. Russell Allen of Dallas, 
for appellants. McCombs, Andress & Johnson of Dallas, for 
appellees. 


Washington. 


Corporation which was not authorized by charter to guarantee 
debts of others, held not liable under guaranty by its president in 
its name for hospital expenses of a former employee. This action 
was brought to recover from defendant corporation for services 
rendered by a hospital to a former employee of the corporation at 
its request, as indicated by a letter written to the hospital and 
signed by the company’s president, agreeing to pay the hospital 
expenses of the former employee other than doctors’ fees. A judg- 
ment for the _— was reversed by the Supreme Court of Wash- 
ington, which noted that the defendant was a trading and 
manufacturing company, whose articles of incorporation did not 
give it the right to carry on business of a surety or to act as a 
guarantor of the debts of others, and that there were no minutes 
made or corporate action taken authorizing the guaranty set forth 
in the letter. Finding the corporation had received no benefit from 
the transaction, the court concluded that it was not estopped to 
plead ultra vires. “To adopt a rule that would not allow the ultra 
vires defense would endanger the investments and savings of thou- 
sands of large and small investors who either own stock or bonds 
of a corporation. Such a rule would leave it in the power of 
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managers or officers of large and small corporations to destroy the 
business of such corporations by making improvident contracts 
contrary to the business for which they were incorporated.” Millett 
v. Mackie Mill Co., 76 P. 2d 311. L. B. Donley of Aberdeen, for 
appellant. Mitchell G. Kalin of Aberdeen, for respondent. 


Foreign Corporations 


Idaho. 


A corporation may act under an assumed or trade-name unless 
there is a statutory provision to the contrary. The plaintiff foreign 
corporation was authorized to do business in Idaho and brought this 
action on a promissory note executed by defendant to “Parma 
Elevator,” under which name plaintiff alleged it did business in 
Idaho. The question being raised as to whether a corporation may 
contract in an assumed or trade-name or a name acquired by user 
or reputation, in the absence of a statute prohibiting it from doing so, 
or specifically authorizing a corporation to adopt or use an assumed 
or trade-name, the Supreme Court of Idaho affirmed a judgment for 
the plaintiff upon evidence that “Parma Elevator” and the plaintiff were 
one and the same, observing that it was the general rule that a cor- 
poration may assume a name unless there is a statutory provision 
to the contrary. Colorado Milling & Elevator Co. v. Proctor, 76 P. 
2d 438. Cleve Groome of Caldwell, for appellant. S. Ben Dunlap 
of Caldwell, for respondent. 


Louisiana. 


Corporation held entitled to use of name similar to that of a 
domestic company upon adding words to its name which intimated 
it was a foreign corporation; amendment of charter to add such 
words to corporate name decreed unnecessary. A Tennessee cor- 
poration, Equitable Securities Corporation, applied for a certificate 
of authority to do business in Louisiana and its application, upon 
being opposed by a Louisiana company, Equitable Securities Co., 
Inc., was denied by the Secretary of State because of the similarity 
in the names of the companies, even though the Tennessee corpora- 
tion, in its application had added the words “of Nashville” to its 
name in order to distinguish it from the domestic company. The 
Tennessee company was engaged solely in the business of buying and 
selling bonds, principally bonds of Governmental bodies and political 
subdivisions, while the Louisiana corporation was engaged in the 
business of making small loans. The Louisiana Supreme Court 
reached the conclusion that the addition of the term “of Nashville” 
clearly designated the Tennessee company as a foreign corporation 
and plainly distinguished it from the local company, so as to avoid 
confusion both to the public and in the records of the office of the 
Secretary of State. The court also indicated that the legislature did 
not intend that a foreign corporation, under similar circumstances, 
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should be compelled to change its name by a formal amendment of 
its charter in order to operate in Louisiana. The Secretary of State 
was ordered to issue a certificate of authority in the name Equitable 
Securities Corporation of Nashville upon its compliance’ with the 
other requirements of the law. State ex rel. Equitable Securities Cor- 
poration of Nashville v. E. A. Conway, Secretary of State and Equitable 
Securities Co., Inc., 179 So. 312; Commerce Clearing House Court 
Decisions Reporting Service Requisition No. 190691. Monroe & 
Lemann and J. Raburn Monroe of New Orleans, for relator. D. M. 
Ellison of Baton Rouge and G. F. Purvis, Jr., of Rayville, for Secre- 
tary of State. Louis E. Jung, of New Orleans, for Equitable Securi- 
ties Co., Inc. 


Mississippi. 

Individual claiming to represent a foreign corporation, which did 
not, in fact, exist, held estopped to deny such representations in an 
attachment suit arising out of transaction of business in this manner. 
An individual held herself out as representing a foreign corporation 
which was, in fact, non-existent, when selling hay to appellee, Aldridge. 
The hay being found short in weight, an attachment action was 
brought to recover the proceeds of a draft negotiated in connection 
with the sale, and a recovery was allowed in court in which the 
action was instituted. In affirming the action of an intermediate court 
in dismissing an appeal, the Supreme Court of Mississippi, Division 
B, observed: “A private person may, as a rule, use any unappro- 
priated trade-name which he may select as the name under which he 
conducts his business. If he selects a corporate name indicating that 
the name is that of a corporation of a foreign state, and represent to 
those with whom he deals that the name is that of a real corporation 
of said foreign state, he must, in the interest of plain justice, be 
estopped from denying what he has so represented when an attach- 
ment has been taken against said supposed corporation as a non- 
resident, particularly so, when, as here, the asserted cause of action 
arises out of a transaction had in the regular course of dealing with 
said ostensible corporation. Although, as against the state, a cor- 
poration cannot be created by the mere agreement, admission, assent, 
or other act or admission of private persons, yet, as between them- 
selves, and so far as concerns their own private litigation and con- 
testations, they may by their agreements, their admissions, their 
representations, or their conduct estop themselves from denying the 
fact of the existence of the corporation, so that for the purpose of 
such private litigations the business claiming to be a corporation, 
and a foreign corporation, may become such to all intents and pur- 
poses as much as though it were an actual corporation de jure.” 
Taylor v. Aldridge, 178 So. 331. John W. Crisler of Clarksdale, for 
appellant. J. O. Eastland of Ruleville, for appellee. 





oe 


New York. 


* The full text of this opinion is printed in The Corporation Tax Service, 
New York, page 240. 





New York, page 238. 
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Airplane company maintaining offices and selling tickets in New 
York for transportation from New Jersey airport routes not 
traversing New York, held not doing business in New York for pur- 

of service of process upon it. —The New York Supreme Court, 
Becial Term, New York County, ordered service of summons and 
complaint set aside when made upon an unlicensed foreign corpora- 
tion carrying on activities in New York in the following manner: It 
maintained offices in New York City, with its name listed in buildin 
and telephone directories. Its employes solicited business and sol 
tickets. The corporation’s business being the transporting of pas- 
sengers, mail and express by air from a New Jersey airport, it 
arranged for the transportation of passengers from New York to the 
New Jersey airport through unaffiliated corporations from whom it 
received nothing by way of remuneration. Its airplanes did not 
traverse the state of New York. The action was for negligence based 
upon accident alleged to have happened in Nevada. “It is clear,” 
said the court, “that the defendant does not do sufficient in this state 
to say that it is doing business here. The defendant carries nothing 
into this jurisdiction. Its airplanes do not come within this state, 
and the continuous sale of tickets does not constitute doing business 
and does not make the defendant subject to the jurisdiction of our 
courts.” Dineen v. United Airlines Transportation Corporation,* 2 
N. YY, S. 2d 567; CCH CDR Service Requisition No. 191996. 
Abraham I. Litwack of New York City, for plantiffs. William A. 
Earl (Malcolm G. Bibby, of counsel) of New York City, for defendant. 


Service of process upon agent of a foreign banking corporation, 
active in state in winding up its affairs after expiration of its license 
to do business, held valid. A foreign banking corporation’s license to 
do business in New York expired in 1933. Service of process upon 
it in 1936 was made upon an agent of the company, who maintained an 
office in New York, upon the door of which his name was shown as 
representative of the foreign company, the defendant, whose former 
customers this agent assisted in winding up the company’s affairs 
in New York. A motion to set the service aside had been dismissed 
in the New York Supreme Court, New York County, where the action 
had been commenced, and the action was then removed to the United 
States District Court, Southern District of New York. This court 
also denied a motion to set aside the service, ruling that the defend- 
ant was within the state for the purpose of winding up affairs which 
originated while it did business under its license and that the agent 
was one who could properly be served. Marley v. National Bank of 
Greece,* 20 F. Supp. 214. Commerce Clearing House Court Deci- 
sions Reporting Service Requisition No. 1 . 


* The full eons of this opinion is printed in The Corporation Tax Service, 
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organize most of their clients in the home state. And bet 


But occasionally, in every lawyer’s practice, a corp¢ 


arise for which the careful lawyer’s prescription, after a 
old, well-tried Delaware law. In any and all such cases, thelt 
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@ To have C T Representation a a ay 
must have a lawyer. That was made The Cor- 
poration Trust Company’s policy at its found- 
ing in 1892, has been its policy ever since. But 
let it not be thought of as an idealistic effort 
to make work for lawyers. It is business. Ours 
is a business of doing for a lawyer those things 
that his law work makes necessary but that are 
not law work themselves—business details that 
can be done best with business organization 
and system. We don’t fool ourselves—if cor- 
porations did not have lawyers, there would 
not long be business for us. We are busy only 
when lawyers are busy and because lawyers 
are busy. So we do not seek and will not take 
the representation of corporations except from 
each one’s own lawyer. 
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Taxation 


Federal. 


Advances made to sole stockholder over a period of seven years 
and then cancelled on books, held income in year of cancellation, in 
absence of evidence withdrawals were income for prior years and 
not the cancellation of a loan. “This petition for review of a decision 
of the Board of Tax Appeals (35 B. T. A. 701) raises the question,” 
said the United States Circuit Court of Appeals, Eighth Circuit, | 





“whether withdrawal of earnings made by the sole owner of the 

stock of a corporation during the years 1926 to 1932 inclusive are to 

be considered income to the stockholder for the years in which the 
. withdrawals were made or in 1932 when the charges against the 

stockholder were cancelled on the books of the corporation.” The 

withdrawals did not represent salary payments and no notes were 

signed for the funds withdrawn nor was any interest paid. In 1932, 

the withdrawals had been consolidated in an account entitled “Harry 

E. Wiese—withdrawals of profits not formally authorized in the 

minutes of the company.” The petitioner had, through the filing of 

amended returns for the years 1926 to 1932 included the withdrawals 

as dividends. The Commissioner in 1933, after an examination of 

the books, concluded that the entire amount of the withdrawals not 

authorized by the minutes of the company was income to the peti- 

tioner in 1932 when the charges were cancelled. The court observed: 

“The significant fact in the present case was the intent of the peti- 

tioner when he took the money, whether he took it for permanent 

use in lieu of dividends or whether he was then only borrowing. 

The intent must be inferred from the conduct of the petitioner, since 

there is no other evidence of it. The burden of proof was on him to 

show that the Commissioner was wrong.” A decision by the Board 

of Tax Appeals, supporting the position taken by the Commissioner, 

was affirmed. Harry E. Wiese v. Commissioner of Internal Revenue,* 

93 F.2d 921. H. Kennedy Cook (Howard L. Donham, on the brief) 

for petitioner. Morton K Rothschild, Special Asst. to the Attorn 

General, (James W. Morris, Assistant Attorney General and Sewall 

Key, Special Assistant to the Attorney General, on the brief), for 

respondent. (Appeal filed in the Supreme Court of the United States, 

March 19, 1938). 


* The full text of this opinion is printed in the Standard Federal Tax ' 

Service—1938—{ 9059. k 
Federal tax on social club dues held improperly imposed on dues 
of club having attributes of a business association. Plaintiff brought 
this action to recover an amount paid under protest asa tax on his 
dues in a club, levied under section 501(a) of the Revenue Act of 
1926, as amended, upon “dues or membership fees to any social, 
athletic or sporting club or organization.” The club in question was 
“The Bakers Club,” which served as a meeting place for those en- 
gaged in the baking industry. In many instances, the initiation fees 


ne 
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and dues were paid by the company with which a member 
associated at the time. Once a month there was a regular luncheor 
meeting at which business was transacted, and problems of interest 
to the baking industry discussed, such as products used, taxation and 
legislation. From this and from additional evidence of the organiz: 
tion’s activities of a similar nature, the United States District Court, 
Eastern District, New York, concluded, considering the picture as a 
whole, that the club was not a social club within the meaning of the 
statute and that judgment should be given for the plaintiff. Krug 
v. Rasquin, Collector of Internal Revenue,* 21 F. Supp. 866. Rabenold 
& Scribner (Charles E. Scribner and Freeland F. Penney, of counsel), 
of New York City, for plaintiff. Leo J. Hickey, U.S. Atty., (J. Wolfe 
Chassen, Asst. U. S. Atty., of counsel) of Brooklyn, N. Y., and James 
W. Morris, Asst. Atty. General, (Andrew D. Sharpe and Donald J. 
Marran, Sp. Assts. to Atty. General, of counsel), for defendant. 


*The full text of this opinion is printed in the Standard Federal Tax 
Service—1938—f 9101. 


Illinois. 


Capital stock of domestic company held assessable at location of 
principal office designated in charter. The appellant, Champaign 
County, sought to have the capital stock of the appellee company 
assessed in its county, in which the company owned property, main- 
tained its accounting books and collected a portion of its revenue, 
although the company was also active in Livingston County, an 
amendment of its charter under the General Corporation Act of 1919 
indicating that its principal office was located at Reading in Livingston 
County. The Supreme Court of Illinois, denying the claim of appel- 
lant county, held this designation of the principal office to be con- 
trolling. Referring to the Business Corporation Act of 1933, the 
court observed: “The Business Corporation Act does not change 
the power of a corporation to establish or to maintain a principal 
office at any place in the state where it may desire, regardless of 
where its business, or any part thereof, is done. The requirement for 
establishing and maintaining a registered office does not substitute 
the registered office for a principal office, nor prohibit the registered 
office from being an adjunct of the principal office. There is nothing 
in the Business Corporation Act which tends to show any intent or 
purpose to change the method of assessing capital stock, nor does 
it prescribe any different test for determining the place where capital 
stock of a corporation shall be assessed than was required by the 
prior law.” Illinois Water Service Co. et al. v. Champaign County,* 
12 N. E. (2d) 661; Commerce Clearing House Court Decisions Report- 
ing Service Requisition No. 187856. Fred B. Hamill of Champaign, 
for appellant. Hubert H. Edwards, State’s Attorney, Greenebaum 
& Burns, and A. H. Fellheimer of Pontiac, Dobbins & Thomas of 
Champaign, and Hamilton, Black & Klatt of Peoria, for appellees. 


* The full text of this opinion is printed in The Corporation Tax Service, 
Illinois volume, page 2899-148. 
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Kansas. 


Statutory method of applying franchise tax upheld. The appel- 
lant foreign corporation sued to recover from the Secretary of Rate 
a portion of its franchise tax, which had been paid under protest. 
Referring to section 17-312, G §. 1935, relating to the manner of 
treating no par shares in connection with the franchise tax, the 
Supreme Court of Kansas said: “It will be observed there are three 
ways in which each share of stock without nominal or par value may 
be considered, (1) the equivalent to a share having a nominal or 
par value of $100, (2) the actual value of such stock, or (3) any other 
basis which will justly carry out the provisions of the statute. Since 
the actual value of the stock and surplus in this company is shown 
to have been much below $100, the first of the three methods would 
have made the franchise tax very much larger than what it was 
determined to be under the second method which was used by the 
secretary of state.” “The agreed statement of facts in this case 
shows that the secretary of state used the par value of the stock as 
a basis of value in all cases where the stock had a par value. If the 
capital and surplus of a corporation with nonpar stock equaled or 
exceeded $100, then it was estimated on the basis of $100 per share, 

. and if the capital and surplus of a nonpar stock was less than $100 
for each share, the proportion of capital and surplus allocated to the 
state of Kansas was the basis for determining the franchise fee. 
Under this plan the par and the nonpar companies were treated 
exactly alike as far as it was reasonably possible to do so, and it 
would be unreasonable to put nonpar companies with stock of less 
value than $100 in the $100 class. Of course the excess above $100 
per share, both par and nonpar, would apparently escape taxation, 
but to avoid this it would require something more accurate than 
classification. It would require actual and definite figures for each 
case without any classification. It seems to us this distinction and 
classification is fair and reasonable and is based on a real and sub- 
stantial difference.” ‘The court, thus finding that “the assessment 
of the tax was neither arbitrary nor discriminatory, a judgment for 
the defendant was affirmed. Champlin Refining Co. v. Ryan, Secretary 
of State,* 75 P. (2d) 245. Nathan Scarritt and E. S. Champlin of 

nid, Oklahoma, and Warren H. White (A. C. Malloy and R. C. 
Davis, of counsel), of Hutchinson, for appellant. Clarence V. Beck, 
Atty. General, and Theo. F. Varner, Asst. Atty. General, for appellee. 
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* The full text of this opinion is printed in The Corporation Tax Service, 
volume, page 279-30. 


North Carolina. 


Foreign corporation was “doing business” for urpose of franchise 
tax where it held title to real property wi state incident to 
liquidating colla bonds of another company. Plaintiff, a foreign 
corporation, although authorized to do business in North Carolina, 
contended it was not doing business in North Carolina so as to be 


‘ ——— an 


for appellee. 


North Carolina volume, page 1511. 


Oregon—Nevada. 





Oregon volume, page 2604. 
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subject to the annual franchise tax imposed by statute upon “every 
foreign corporation permitted to do business in this State and owning 
or using any part or all of its capital or plant in this State,” on the 
ground that it was organized solely for the purpose of liquidating 
collateral bonds of a mortgage company and that its activities have 
consisted of holding the legal title to properties purchased at fore- 
closure sales when mortgage notes on such properties were held as 
security for collateral trust bonds, and that such activities did not 
constitute doing business under the statute. The Supreme Court of 
North Carolina, in affirming a judgment which denied a recovery of 
franchise taxes which had been paid under such circumstances, ob- 
served that the facts tended to show conveyances to the plaintiff of 
property over and in which it was vested with power and authority 
corresponding to ownership in fee simple and that “while the trans- 
actions have been ingeniously devised and executed, the facts lead 
us to the conclusion that the real estate comes within the purview of 
the statute.” C. T. H. Corporation v. Maxwell, Commissioner of Rev- 
enue, 195 S. E. 36. Murray Allen of Raleigh and J. Vaughan Ga 

of Richmond, Va., for appellant. A. A. F. Seawell, Atty. General, 
and Harry McMullan and T. W. Bruton, Asst. Attorneys General, 


* The full text of this opinion is printed in The Corporation Tax Service, 


Vessels owned by a Nevada company, operated between the State 
of Oregon and foreign ports, held taxable in Oregon. Are vessels 
operated between Portland, Oregon and foreign ports, owned by a 
Nevada steamship company, and taxed for ad valorem tax purposes 
in Oregon, also subject to taxation in Nevada? This was the ques- 
tion before the Circuit Court of Multnomah County, Oregon, when 
the State of Nevada instituted an action in that court predicated 
upon a judgment obtained in the Nevada courts on the ground that 
the vessels had a situs there because the domicile of the corporation 
was in that State. The court reached the conclusion that the vessels 
had acquired a situs other than that of the chartered domicile of the 
owner, which acquired situs it termed a “commercial or business 
situs,” and, as this situs was in Oregon, the vessels were taxable 
there, rather than in Nevada, in which jurisdiction they had never 
been and into which they could not go. The State of Nevada v. States 
Steamship Company,* Circuit Court, Multnomah County, Oregon, 
January 5, 1938. 


* The full text of this opinion is printed in The Corporation Tax Service, 
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Appealed to The Supreme Court 


The following cases previously digested in The Corporation Journal have 
been appealed to The Supreme Court of the United States.* 


Feperat. Docket No. 886. Harry E. Wiese v. Commissioner 
Internal Revenue, 93 F.2d 921. (The Corpetation Journal, May, 1938, 
page 182.) Federal income tax—withdrawal of corporate profits as 
dividend or loan. Appeal filed, March 19, 1938. 


Georcta. Docket No. 840. Edgar Brothers Company v. State 
Revenue Commission of Georgia et al., 194 S. E. 505. (The Corporation 
Journal, March, 1938, page 135.) State income tax on profits from 
interstate business—foreign corporation. Appeal filed, March 4, 1938. 
March 28, 1938—Per Curiam: The motion of the appellees to dismiss 
the appeal is granted and the appeal is dismissed for the want of a 
final judgment. California National Bank v. Stateler, 171 U.S. 447, 449; 
Haseltine v. Central Bank of Springfield (No. 1), 183 U. S. 130, 131; 
_ s. Tobin, 245 U. S. 18; Mississippi Central R. Co. v. Smith, 295 


Inptana. Docket No. 641. J. D. Adams Manufacturing Company 
v. Storen et al., 7 N. E. (2d) 941. (The Corporation Journal, June, 
1937, page 424.) Validity of Indiana Gross Income Tax Law as 
applied to gross income of an Indiana corporation derived from inter- 
state and foreign commerce. Appeal filed, December 17, 1937. 
Probable jurisdiction noted, January 10, 1938. Argued March 30 
and 31, 1938. 


New York. Docket Nos. 809 and 810. McGoldrick et al. v. 
National Cash Register Company and McGoldrick v. West Publishin 
Company, 276 N. Y. 208, 11 N. E. (2d) 881. (The Corporation Journal, 
February, 1938, page 110.) Interstate commerce—New York City 


local law imposing sales tax. Appeal filed, February 19, 1938. Writs 
of certiorari denied, March 28, 1938. 


* Data compiled from CCH U. S. Supreme Court Service, 1937-1938. 
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Regulations and Rulings 


Arizona—New regulations in connection with the Gross Income 
(Sales) Tax have recently been issued by the State Tax Commission. 
(Arizona Corporation Tax (CT) Service, pages 493-31 to 483-38.) 

Ittrnois—The State’s Attorney, Cook County, has rendered an 
opinion to the Board of Appeals of Cook County that the intangible 
assets of a foreign corporation doing business in Illinois are subject 
to taxation only when they have acquired a “business situs” within 
the state, that is, have become integral parts of some local business 
within the state, and that there is no statutory authority for the tax 
ation of the intangible assets of a foreign corporation which have no! 
acquired a business situs in the state. (Illinois CT, 2892.) 

Kentucky—Under a Federal ruling, = T. 3157, 1938-5-9172 (p. 2), 
real and personal property taxes in ‘the State of Kentucky accrue for 
Federal income tax purposes as of the first day of July in each year. 
(Kentucky CT, { 20-500.10.) 

MontaNa—Foreign corporations, having been admitted to do 
business in Montana, even though inactive, are required to file their 
annual statements in order to maintain their legal status in the state, 
under an opinion rendered by the Attorney General to the Secretary 
of State. (Montana CT, { 7876.) 

New Yorx—The State Tax Commission has ruled that the mere 
keeping-of securities by a foreign corporation in a safe deposit box 
in New York does not constitute doing business so as to subject the 
corporation to the franchise taxes imposed by Articles 9 or 9-A of the 
Tax Law of New York. (New York CT, § 15-019.) 

Oxn10—A comprehensive list of the values and yields of listed or 
regularly quoted stocks, for personal property tax purposes, in the 
form authorized by the Tax Commission of Ohio, is printed in The 
Corporation Tax Service for Ohio on pages 2901 to 2, inclusive. 
The values are shown as of January 1, 1938, and the yields for the 
year 1937. 

PENNSYLVANIA—Regulations have recently been issued by the 
Secretary of Revenue in connection with its Corporate Net Income 
Tax. i ieimuntwenhe CT, pages 1127 to 1141.) Regulations have been 
issued by the Receiver of Taxes of Philadelphia relative to the Phila- 
delphia sales tax. (Pennsylvania CT, pages 7251 to 7260.) 

Vircin1a—A list of corporations, showing the percentage of divi- 
dends received in 1937 taxable to individuals in 1938, prepared by the 
Virginia Department of Taxation, is printed in the Virginia volume of 
The Corporation Tax Service, pages 265-5 to 265-11, inclusive. 

WasHINGTON—In the response to a query of the Secretary of 
State as to whether a corporation can file an amendment dissolvin 
the corporation by reducing the time of existence, the Attorney Gene 
of Washington has ruled that there is no such power either granted or 
implied and that a corporation has no authority to dissolve itself or 
terminate its existence in any way except those ways provided in 
Chapter 185, Laws of 1933. (Washington CT, f .402.) 
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Some Important Matters for 
May and June 





This Calendar does not purport to be a complete calendar of all matters 
requiring attention by corporations in any given state. It is a condensed 
calendar of the more important requirements covered by the State Report and 
Tax Notification Bulletins of The Corporation Trust Company. Attorneys inter- 
ested in being furnished with timely and complete information regarding all 
state requirements in any one or more states, including information regarding 
forms, practices and rulings, may obtain details from any office of The Corpora- 
tion Trust Company or C T Corporation System. 


















Arizona—Report to Corporation Commission and Registration Fee 
due during June-—Domestic and Foreign Corporations. 

Arxansas—Income Tax Return and Payment due on or before May 15. 
—Domestic and Foreign Corporations. 

Returns of Information at the source, due on or before 
May 15.—Domestic and Foreign Corporations. 

Dectaware—Annual Franchise Tax due between April 1 and July 1.— 
Domestic Corporations. 

Dominion oF CanaDa—Annual Summary due on or before June 1.— 
Dominion Companies. 

Frorma—Annual Report and Fee due on or before July 1—Domestic 
and Foreign Corporations. 

Intrno1s—Annual Franchise Tax due on or before July 1, but may be 
id up to July 31 without penalty—Domestic and Foreign 
rporations. 

Louistana—Income Tax Return due on or before May 15.—Domestic 

and Foreign Corporations. 
Returns of Information at the source, due on or before 
May 15.—Domestic and Foreign Corporations. 

Martne—Annual Franchise Tax Return due on or before June 1.— 
Domestic Corporations. 

Missourr—Annual Franchise Tax due on or before May 15.—Domestic 
and Foreign Corporations. 

Income Tax due on or before June 1.—Domestic and For- 
eign Corporations. 

Montana—Annual Statement due within two months from April 1.— 
Foreign Corporations. 

Annual License Tax based on net income due on or before 
June 15.—Domestic and Foreign Corporations. 

Nesraska—Annual Report and Franchise (Occupation) Tax due on 
or before July 1—Domestic Corporations. 

NevaDa—Annual List of Officers and Designation and Acceptance of 
Resident Agent due on or before July 1—Domestic and Foreign 
Corporations. 

New Mexico—Franchise Tax due on or before May 1.—Domestic and 
Foreign Corporations. 






















































































The Corporation Journal 189 


New Yorxk—Annual Franchise (Income) Tax Return (Form 3IT— 
Article 9-A, Tax Law) and payment of one-half of tax due on 
or before May 15.—Domestic and Foreign Business Corporations. 

Orecon—Annual Report due during June.—Domestic and Foreign 
Corporations. 

Ruope IstanpD—Corporate Excess Tax due on or before July 1.— 
Domestic and Foreign Corporations. 

TENNESSEE—Annual Privilege (Franchise) Tax Return and Tax (filed 
with and paid to Commissioner of Finance and Taxation) due 
on or before July 1—Domestic and Foreign Corporations. 

Annual Report and Franchise Tax (filed with and paid to 
Secretary of State) due on or before July 1—Domestic and For- 
eign Corporations. 

Annual Excise Tax Report and Tax due on or before July 1. 
—Domestic and Foreign Corporations. 

Unitep States—Second Installment of Income Tax due June 15.— 
Domestic Corporations and Foreign Corporations having an 
office or place of business in the United States. 

Vircinta—Income Tax due June 1——Domestic and Foreign Corpo- 
rations. 

WasHINGTON—License Fee due on or before July 1—Domestic and 
Foreign Corporations. 

West Vrkcinta—License Tax Statement due on or before July 1.- 
Domestic Corporations. 

Annual License Tax due on or before July 1—Domestic 
and Foreign Corporations. 

Fee to State Auditor as Attorney in Fact due on or before 
July 1—Foreign Corporations and those Domestic Corpora- 
tions whose principal places of business or chief works are 
located in other states. 

Wyominc—Annual Statement and License Tax due on or before 

July 1.—Domestic and Foreign Corporations. 
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The Corporation Trust Company’s . 
Supplementary Literature 


seatimeerete ides "stipinastil sear tleG ted araa, ony 
lowing lementa whi 
will be sent alias divas to — of The J aunal, Adsven 
The Corporation Trust Company, 120 Broadway, = cored N. “y. 


We've Always Got Along This Way. This is a 24-page pamphlet giv- 
ing brief digests of cases in various states in which corporation 
Officials who had thought they were getting along very well with corporate rep- 
resentation by a business employe suddenly found themselves penalized in unusual 
and often embarrassing ways: such as one company that had to pay its employe- 
representative's alimony. 

What! We Need a Transfer Agent? Nonsense! The foregoing is the 


title of a pamphlet which describes in detail, with many illustra- 
tioms, the exact steps through which a stock certificate goes in being transferred 
from one owner to another by an experienced transfer agent—purpose being to 
enable any corporation official to judge more accurately whether or not his own 
company should use the services of a transfer agent. 


Judgment by Default. Gives the gist of Michigan Supreme Court case 
of Rarden v. Baker and similar cases in other states, showing how 
corporations qualified as foreign in any states and utilizing their business em- 


ployes as corporate representatives are sometimes left defenseless in personal 
damage and other suits. 


A Corporation’s Achilles Heel. Containing the complete text of the 


opinion of the Supreme Court of the United States in State of 
Washington ex rel. Bond & Goodwin & Tucker, Inc. v. Superior Court, State of 
Washington, of the Supreme Court of New Mexico in Silva v. Crombie & Co., 
and of the Supreme Court of Michigan in Rarden v. R. D. Baker Co.—three 
decisions of great significance to attorneys of corporations qualified in one or 
more states. 


Delaware Corporations. Presents in convenient form a digest of the 
Delaware corporation law, its advantages for business corpora- 
tions, the attractive provisions for non par value stock, and « brief summary of 
the statutory requirements, procedure and costs of incorporation, completely 
revised to reflect the changes made by the amendments of 1937. 


The High Cost of Whistles for Corporations. Benjamin Franklin’s 
classic, “The Whistle,” here is shown, by the decisions in actual court 
cases, to have a very pointed application to some of the policies of some business 


corporations of our own day. A sixteen-page pamphlet for both laymen and 
lawyers. 


What Constitutes Doing Business. (Revised to September 1, 1937.) 
A 168-page book containing brief digests of decisions selected from 
those in the various states, as indicating what is construed in each state as “doing 
business.” The digests are arranged by state, but a Table of Cases and a Topical 
Index makes them accessible also by cither case name or topic. There is also a 
section containing citations to cases on the question of doing business such as 
to make the company subject to service of process in the state. 





NEW SEVENTH EDITION 


AX SYSTEMS OF THE WORLD 


A Year Book of Legislative and Statistical Information 
Including All the States of the United States 


Presents in large scale charts and tables, 
essential tax data for the federal government; 
each of the 48 states, the territories, and more 
than 60 foreign jurisdictions. 


Charts cover National, State (or Provincial) 
and Local Tax Revenues, Growth of Debts and 
Expenditures, Political Systems, Budget Sys- 
tems, Economic Data, etc. 


Prepared under the direction of the New 
York State Tax Commission with the col- 
laboration of three hundred authorities in this 
country and abroad. 


An invaluable reference and source book— 
“used like an atlas.” 


420 pages, 12x15, fabrikoid, price $8.75 


Sent on Approval 


APPROVAL COUPON 


Commerce Clearing House, Inc. 
205 W. Monroe Street, Chicago 


Send us a copy of Tax Systems or THE Worip, New Seventh Edition, 420 
pages, 12 x 15 inches, fabrikoid binding, price $8.75. Returnable in 15 days for 
full credit, if we wish. 


Attention 
Street Address 


City and State 
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Little cracks let in big drafts 


Little cracks in corporate status, where a 
corporation is qualified to do business as a 
foreign corporation, let in big drafts sometimes: 
Failure to file change of corporate agent’s name 
in Indiana, for instance, let in a $4,885.66 judg- 
ment against a Michigan corporation; New 
Mexico corporate agent’s leaving the state let 
in a default judgment for $2,975 against a Texas 
corporation; moving of New York office with- 
out filing the change with the Secretary of State 
let in a judgment of $3,644.55 against a New 
Jersey corporation; and so on and on and on. 


C T Representation — statutory representation 
in the state by The Corporation Trust Company, 
C T Corporation System, or an associated com- 
pany — is like an automatic door-closer to pro- 
tect your clients against the risk of such cracks. 
If any of your own corporate clients are doing 
business as foreign in any states without the 
protection of such representation, let our nearest 
office show you today how little such a safety 
measure costs. 


THE: CORPORATION, 
SS Tee SE WP ws ee 
SYSTEM: 
Sea 8 
WA WW SS 


\ Salle St. 
Cincinnati. 441 Vine Street 
Cleveland. 925 Euclid Avenue 

Main 


\. -. I reet 
Detroit. 719 Griswold Street St. . Mo.. 415 Pine Street 
Dover. Del., 30 Dover Green Washingt St.. N. W. 
Jersey City. 15 Exchange Place Wilmington, 100 West i0th St. 












